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The fund underperformed the benchmark in Q3 as markets were driven by a narrowing range of stocks and value 

continued to lag. Negative positioning in consumer discretionary, staples and information technology off-set positive 

performance in healthcare. 

Performance Review 

Market Recap 

 Sanlam FOUR Global Equity Fund 

Over the quarter global markets rose in the mid-single digits in 

USD terms, driven almost entirely by the US market. The North 

American economy remained strong, with healthy ISM and GDP 

figures, while consumer confidence reached the highest level 

since 2000. Even the threat of trade sanctions on China had a 

limited impact on equities as Beijing ruled out a currency 

devaluation and the US chose to implement a staggered 

timetable of tariffs; $200bn of targeted goods will be taxed initially 

at 10% before rising to 25% in 2019.  

 

Against this background the Fed raised its benchmark rate by 

25bps with short rates now surpassing inflation for the first time in 

this cycle. Just like the US, Europe too remains committed to 

raising rates as inflation is rebounding and the European 

economies are gradually getting stronger. Germany in particular 

saw the IFO index and durable goods orders beat expectations, 

while Scandinavian countries had a strong market performance. 

 

Conversely, southern European countries declined on the back of 

Italy’s populist reactions to the Genova bridge disaster and the 

proposed budget deficit of 2.4% , a stark contrast with the EU’s 

deficit trajectory plan. The UK was also a significant drag to 

equity markets as a disjointed government revealed itself 

incapable of guiding the country through Brexit.  

 

Elsewhere, the Fed’s monetary tightening as well as trade 

sanctions pressured emerging market currencies with the Turkish 

Lira, Brazilian Real and Argentinian Peso collapsing against the 

USD. Japan saw strong GDP growth in Q2 and the first signs of 

wage inflation in 20 years.  

 

In this environment Industrials, healthcare and IT performed the 

best while materials, staples and utilities lagged the overall 

market. The USD continued its climb on the back of higher rates, 

as did the oil price which came within touching distance of  

$80.  

. 
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Source: Sanlam FOUR, Morningstar and Lipper as at 30/09/2018. Past performance is not an indicator of future performance. 

Performance beyond one year is annualised. 

Key Facts

Fund AuM £146.4m

Strategy AuM £182.8m

Number of Holdings 59

Active Share 89.6%

Yield 2.8%

Tracking Error 2.9%

VaR 4.6%

% in cash 2.2%

Inception QTR YTD 1Yr 3Yrs 5Yrs Since Inception

A Accumulation GBP 27/04/11 4.8 5.4 8.1 15.0 8.7 8.1

MSCI World 6.3 9.4 14.4 19.3 14.1 12.2

B Accumulation USD 09/09/11 3.8 2.4 6.2 10.1 4.9 9.3

MSCI World 5.0 5.4 11.2 13.5 9.3 12.0

A Accumulation GBP 8.1 18.2 19.0 -9.4 10.1

MSCI World 14.4 14.4 29.9 1.6 12.1

B Accumulation USD 6.2 23.0 2.2 -14.2 11.1

MSCI World 11.2 18.2 11.4 -5.1 12.2

12 Months to Sep-18 Sep-17 Sep-16 Sep-15 Sep-14
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Performance Attribution 

Market Outlook 
The outlook for markets has not changed materially over the last quarter. In the near term, corporate profits (particularly in the US) look 

set to continue their strong growth. Third quarter earnings are forecast to grow by 20% over last year, but that number is materially 

boosted by corporate tax cuts and the recovery of profits in the energy sector. As these effects fade out in 2019, the outlook for earnings 

growth is becoming more uncertain. The list of market areas with visibly depressed profits is getting shorter whilst the list of companies 

with above historic profitability is lengthening. At the macro level, US profit to GDP is already comfortably above average, and appears to 

have already rolled over. Forecasts for economic growth remain positive (they always are!), but risks to profits from tight labour markets, 

rising commodity prices and interest rates are growing, not to mention the potential fall-out from a trade war. 

 

Valuations have expanded slightly over the last three months as markets have recovered. This rise has left aggregate market valuations 

modestly above their long-run averages but has been driven by strong gains in a handful of very large stocks. This has left the spread of 

valuations in the market at wide levels compared to history (not quite yet at the 1999 peaks). This is a two-edged sword to investors. On 

the one hand, it provides the opportunity to build a portfolio of companies at attractive discounts to market indices but makes these 

market favourites increasingly vulnerable to disappointments. This concentrated pattern of stock gains has been the primary driver 

behind the outperformance of US markets compared to the rest of the world.  

 

Our investment process and disciplines have led us to respond to these conditions in two ways. Firstly, our focus on sustainability of 

earnings has rotated us away from some of the more cyclical parts of the market, towards those with room to expand earnings or simply 

less cyclical earnings streams. The portfolio has neutralised the pro-cyclical earnings tilt it has shown for the last couple of years. 

Secondly, we have stuck to valuation disciplines, allowing us to create a portfolio which is valued at significant discounts in terms of what 

we are paying for assets, earnings, dividends or cashflows. We expect this combination to support superior returns and resilience over 

time. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Western Digital Corporation was the largest negative contributor to 

performance as investors have become anxious that a turn in the 

semi-conductor cycle, particularly memory chips, will see earnings 

contract.  With the street now forecasting earnings to contract by 

10% on higher volumes, WDC has seen its prospective earnings 

multiple halve to 5x this reduced estimate. 

 

Within consumer discretionary, SJM Holdings and Tupperware 

Brands both fell. SJM has been impacted by the escalating trade 

war as Chinese high-rollers have become more cautious whilst 

typhoon Mangkhut brought a temporary closure.  Tupperware 

missed earnings and lowered guidance as several important 

emerging markets slowed and Western Europe experienced some 

manufacturing disruption.  Brazil has seen a notable slowdown as 

a 10-day truckers strike exacerbated an already tough consumer 

spending environment. 

 

 

Weakness over results in our two advertising agencies saw these 

stocks give ground. Publicis highlighted disruption caused by the 

adoption of GDPR in Europe, whilst WPP ceded a modest amount 

of margin as new business pitches and co-location costs shaved 

the bottom line.  In consumer staples, the fund’s tobacco holdings 

were soft as start-up JUUL has been taking the vaping market 

share in the US with fruit flavoured high nicotine products popular 

among younger smokers. 

 

Healthcare was a strong sector for the fund with Express Scripts 

closing to its offer from Cigna as the deal has made good progress 

with regulators.  In the same sector Zimmer, Medtronic and 

Allergan also appear in our top ten contributors with our five other 

healthcare holdings all meaningfully ahead of the benchmark.  

Oracle and HP Inc traded well through results offsetting some of 

the weakness elsewhere in IT whilst Norwegian Cruise Lines and 

Signet did the same in consumer discretionary. 

 

During the quarter we added three new industrial holdings; US 

construction and specialty vehicle producer Oshkosh Corporation, 

UK defence group BAE Systems and Japanese factory 

automation equipment maker THK.  We sold out of HSBC. We 

added to Ebay, Intesa SanPaolo, Western Digital, Anadarko and 

Samsung whilst cutting Express Scripts, Oracle, Signet, Medtronic 

and Allergan.  

 

 

Source: Bloomberg as at 30/09/2018. 
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Important Information 
 

The Fund has holdings which are denominated in currencies other than sterling and may be affected by movements in exchange rates. Consequently the value of an 

investment may rise or fall in line with the exchange rates. 

The value of this portfolio is subject to fluctuation and past performance is not necessarily a guide to future performance. The performance is calculated for the portfolio and 

the actual individual investor performance will differ as a result of initial fees, the actual investment date, the date of reinvestment and dividend withholding tax. All terms 

exclude costs. Fluctuations or movements in exchange rates may cause the value of underlying investments to go up or down. Do remember that the value of participatory 

interests or the investment and  the  income  generated  from  them  may go down as well as up  and  is  not guaranteed,  therefore,  you  may  not  get  back  the  amount  

originally  invested  and potentially risk total loss of capital. Therefore, the Manager does not provide any guarantee either with respect to the capital or the return of a portfolio. 

The Manager has the right to close any Portfolios to new investors to manage them more efficiently in accordance with their mandates. Collective Investment Schemes are 

traded at ruling prices and can engage in borrowing and scrip lending. Collective Investment Schemes (CIS) are generally medium to long term investments. A schedule of 

fees and charges and maximum commissions is available on request free of charge from the Manager, the Investment Manager or at www.sanlam.ie. 

Issued and approved by Sanlam Investments. Sanlam Investments is the trading name for our two Financial Conduct Authority (FCA) regulated entities: Sanlam FOUR 

Investments UK Limited (FRN 459237), having its registered office at 1 Ely Place, London EC1N 6RY and Sanlam Private Investments (UK) Ltd (FRN 122588) having its 

registered office at 16 South Park, Sevenoaks, Kent, TN13 1AN. 

The Fund is a sub-fund of the Sanlam Universal Funds plc, a company incorporated with limited liability as an open-ended umbrella investment company with variable capital 

and segregated liability between sub-funds under the laws of Ireland and authorised by the Central Bank. The Fund is managed by Sanlam Asset Management (Ireland) 

Limited, Beech House, Beech Hill Road, Dublin 4, Ireland, Tel + 353 1 205 3510, Fax + 353 1 205 3521 which is authorised by the Central Bank of Ireland, as a UCITS 

Management Company and Alternative Investment Fund Manager, and is licensed as a Financial Service Provider in terms of Section 8 of the South African FAIS Act of 2002. 

Sanlam Asset Management is a registered business name of Sanlam Asset Management (Ireland) Limited. Sanlam Asset Management has appointed Sanlam FOUR 

Investments UK Ltd as Investment Manager to this fund.  

This document  is  provided  to  give  an  indication  of  the  investment  and  does  not constitute an offer/invitation to sell or buy any securities in any fund managed by us nor 

a solicitation to purchase securities in any company or investment product. It does not form part of any contract for the sale or purchase of any investment. The information 

contained in this document is for guidance only and does not constitute financial advice.  

The fund price is calculated on a net asset value basis, which is the total value of all assets in the portfolio including any income and expense accruals. Trail commission and 

incentives may be paid and are for the account of the manager. Performance figures quoted are from Sanlam FOUR and are shown net of fees. Performance figures for 

periods longer than 12 months are annualized. NAV to NAV figures are used. Calculations are based on a lump sum investment. 

Please note that all Sanlam FOUR Funds carry some degree of risks which may have an adverse effect on the future value of your investment. Any offering is made only 

pursuant to the relevant offering document, together with the current financial statements of the relevant fund, and the relevant subscription/application forms, all of which must 

be read in their entirety together with the Sanlam Universal Funds plc prospectus, the Fund supplement, the MDD and the KIID. All these documents explain different types of 

specific risks associated with the investment portfolio of each of our products and are available free of charge from the Manager or at www.sanlam.ie. No offer to purchase 

securities will be made or accepted prior to receipt by the offeree of these documents, and the completion of all appropriate documentation. Use or rely on this information at 

your own risk. Independent professional financial advice should always be sought before making an investment decision as not all investments are suitable for all investors.  

This document contains information intended only for the person to whom it is addressed or presented (Investment Professionals, defined as Eligible Counterparties or 

Professional Clients), and is intended for evaluation purposes, with no licence to use the content or materials within. It must not be distributed to general public, or relied upon 

by Retail Investors. 

The opinions are those of the author at the time of publication and are subject to change, without notice, at any time due to changes in market or economic conditions. Whilst  

care  has  been  taken  in compiling  the  content  of  this  document, neither Sanlam FOUR nor any other person makes any guarantee, representation  or  warranty,  express  

or implied as to its accuracy, completeness or fairness of the information and opinions contained in this document, which has been prepared in good faith, and to the fullest 

extent permissible under UK law. Some parts/sections of this document may been compiled from external sources.  Whilst  these  sources  are believed  to  be  reliable,  the  

information  has  not  been  independently  verified and is subject to material amendment, revision and updating, therefore no representation is made as to its accuracy or 

completeness. No reliance may be placed for any purpose whatsoever on the information, representations or opinions contained in this document nor shall it or any part of it 

form the basis of or act as an inducement to enter into any contract for any securities, and to the fullest extent permissible under UK law no liability is accepted or any such 

information, representations or opinions. The comments should not be construed as a recommendation of individual holdings or market sectors, but as an illustration of 

broader themes.  

Statements in this document that reflect projections or expectations of future financial or economic performance of a strategy, or of markets in general, and statements of any 

Sanlam FOUR strategies’ plans and objectives for future operations are forward-looking statements. Actual results or events may differ materially from those projected, 

estimated, assumed or anticipated in any such forward-looking statement. Important factors that could result in such differences, in addition to the other factors noted with 

forward-looking statements, include general economic conditions such as inflation, recession and interest rates, political or business conditions or in the tax or regulatory 

framework in the UK or other relevant jurisdictions, any of which could cause actual results to vary materially from the future results implied in such forward-looking statements. 

No assurance can be given as to the future results that will be achieved. 

Sanlam FOUR makes no representation as to whether any illustration/example mentioned in this document is now or was ever held in any Sanlam FOUR Fund or Model 

Portfolio. Examples / Illustrations shown are only for the limited purpose of analysing general market, economic conditions or highlighting specific elements of the research 

process.  

All of the information herein should be treated as confidential material with no less care than  that  afforded  to  the  addressee's  own  confidential  material  of  the  most  

sensitive nature 

Neither Sanlam FOUR nor any other person accepts responsibility or liability whatsoever for any loss howsoever arising, either directly or indirectly from any use of this 

presentation or its contents or otherwise arising in connection therewith. It should not be copied, faxed, reproduced, divulged or redistributed or passed on, directly or 

indirectly, to any other person or published in whole or in part, for any purpose, without the express written consent of Sanlam FOUR. 

This document  may  constitute  material  non-public  information,  the  disclosure  of  which  may  be prohibited by law, and the legal responsibility for its use is borne solely by 

the recipient. 

There is no certainty the investment objectives of the portfolios or strategies mentioned in this document will actually be achieved and no warranty or representation is given to 

this effect. 

Sanlam FOUR funds mentioned in this document are only available for sale in certain jurisdictions.  For  the  avoidance  of  doubt,  this  document  is  not intended  to  promote  

these Funds  to  any  person  in  any  jurisdiction  where  such  promotion  is  not  permitted  under  applicable  laws  and  regulations. Potential investors in these Funds 

should inform themselves of the applicable laws and regulations of the countries of their citizenship, residence or domicile and which might be relevant to any type of 

transaction in shares/units of our Funds. By accepting the terms of this disclaimer, you expressly acknowledge that you are, as the case may be, an investor who is legally or 

otherwise duly authorised to seek information about our Funds. JR1018(79)0119 UKInst 
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CONTACT US 

WHOLESALE INSTITUTIONAL 


